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DIALOGUE 

REF: BRASILIA A-78 

1. ON OCT 24 THE PRIVATE SECRETARY TO MINES AND ENERGY 
MINISTER UEKI REUQUESTED AN EARLY APPOINTMENT WITH THE CHARGE 
TO HAND DELIVER A MESSAGE. AT THE APPOINTMENT, WHICH TOOK PLACE 
THE SAME DAY, THE PRIVATE SECRETARY DELIVERED A COPY 

OF A TELEX FROM UEKI TO THE MINISTER OF COMMERCE OF INDIA, 

PROFESSOR D.P. CHATTOPADHYAYA. TEXT FOLLOWS: 

2. BEGIN TEXT. I WISH FIRST OF ALL TO THANK YOU 

FOR THE INVITATION TO TAKE PART IN THE FORTHCOMING MEET- 
ING OF THE ASSOCIATION OF IRON ORE EXPORTING COUNTRIES TO 
BE HELD IN LONDON ON 23 AND 24 OF OCTOBER. AS YOU KNOW FULL 
WELL THE WORLD ECONOMIC SITUATION IS A CAUSE OF DEEP CON- 
CERN TO ALL OF US. THE WORLD RECESSION STRIKES MERCILESSLY 
NOT ONLY THE INDUSTRIALIZED COUNTRIES BUT ALSO - AND CHIEFLY - 
THE UNDER-DEVELOPED ONES. IF THE PROSPERITY OF THE INDUS- 
TIALIZED COUNTRIES DOES NOT ENTAIL AUTOMATICAL BENEFITS 
FOR THE UNDER-DEVELOPED COUNTRIES, IT IS CERTAINLY TRUE 
THAT THEIR DIFFICULTIES HAVE A DIRECT REFLECTION ON OUR 
ECONOMIES. 

3. MY COUNTRY IS SUFFERING THE CONSEQUENCES - BOTH DIRECT 
AND INDIRECT - OF THE OIL CRISIS. THE LAST INCREASE IN 

THE OIL PRICES HAS FURTHER WORSENED THIS SITUATION. THE 
BRAZILIAN GOVERNMENT IS THEREFORE OF THE OPINION THAT A 
POLICY MUST BE SOUGHT WHICH PROMOTES. BY ALL AVAILABLE 
MEANS, AN EFFECTIVE AND EQUITATIVE (PRESUMABLY "EQUITABLE") 

INTERNATIONAL COOPERATION. BRAZIL PUTS GREAT HOPE IN THE 

DIALOGUE THAT WILL TAKE PLACE DURING THE CONFERENCE ON INTERNATIONAL 

ECONOMIC COOPERATIONS TO BE HELD IN PARIS NEXT DECEMBER. 

4. WE EXPECT IT TO MAKE A VERY IMPORTANT CONTRIBUTION 

TO WHOLE QUESTION OF COMMODITY ARRANGEMENTS. THEREFORE WE 
CONSIDER IT PREMATURE TO EMBARK ON SPECIFIC SCHEMES FOR A 
GIVEN COMMODITY SUCH AS IRON ORE - BEFORE A BROADER 
UNDERSTANDING IS REACHED AMONG COUNTRIES. 
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5. THIS IS WHY, EXCELLENCY, WE HAVE THE DUTY OF 
COMMUNICATING TO YOU THAT BRAZIL SHALL NOT PARTICIPATE 
IN THE ASSOCIATION OF IRON ORE EXPORTING COUNTRIES UNDER 
THE PRESENT CIRCUMSTANCES. END TEXT. 

6. COMMENT. (INCLUDES CONTRIBUTION BY MINOFF IN RIO.) 

THE GOB'S DECISION IS A VERY POSITIVE DEVEL- 
OPMENT FROM THE US STANDPOINT BECAUSE IT MAKES LESS LIKELY 
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(PERHAPS UNLIKELY) THE CREATION OF AN EXPORT -RESTRICTING 
IRON ORE AGREEMENT. ALTHOUGH THE DECISION REVERSES UEKI'S 
LAST PUBLIC POSITON (REF) THAT BRAZIL WOULD JOIN THE IRON ORE 
ASSOCIATION, IT WAS NOT FULLY UNEXPECTED BECAUSE FOR SOME TIME 
THE GOB HAS HAD QUALMS ABOUT JOINING. BRASIL'S BASIC 
OBJECTION TO THE ASSOCIATION IS SELF-INTEREST: BRAZIL SEEKS 
TO BECOME THE WORLD'S LARGEST IRON ORE PRODUCER AND THUS 
IT BELIEVES THAT JOINING AN EXPORT-RESTRICTING GROUP AT 
THIS TIME WOULD ONLY FRUSTRATE BRAZIL’S DRIVE TO EXPAND 
ITS SHARE OF THE WORLD MARKET. A SECOND FACTOR MAKING THE 
BRAZILIANS WARY IS CONCERN ABOUT THE PRESENT WEAKNESS OF 
AT LEAST PARTS OF THE WORLD IRON ORE MARKET. THIS YEAR 
BRAZIL'S LARGEST IRON ORE PRODUCER, CVRD, EXPECTS NO IN- 
CREASE IN EXPORTS, PRIMARILY BECAUSE OF WEAK JAPANESE DEMAND. 
THIRDLY, BRAZILIANS MAY ALSO BE CONCERNED THAT THE HUGE 
CARAJAS IRON ORE PROJECT MIGHT WELL NOT GET OFF THE GROUND 
IF BRAZIL WERE TO ACCEPT SIGNIFICANT EXPORT RESTRICTIONS 
THROUGH THE IRON ORE ASSOCIATION. IN SUM, BRAZIL'S 
DECISION DIRECTLY REFLECTS ITS OWN ECONOMIC INTERESTS 
AT THIS POINT. WE ARE NOT AWARE, HOWEVER, OF ANY BRAZILIAN 
PHILOSOPHICAL OBJECTION TO PRODUCERS GROUPS. HENCE, 

BRAZIL'S PERCEPTION OF ITS INTERESTS IN JOINING ANY IRON 
ORE GROUP MIGHT CHANGE IN THE MORE DISTANT FUTURE IF BRAZIL 
EXPANDS ITS SHARE OF THE MARKET AND DECIDES TO SEEK MEANS TO PRO- 
TECT IT. 

7. A SIGNIFICANT FOREIGN POLICY IMPLICATION OF THE DECISION 
IS THAT IT RUNS COUNTER TO BRAZIL'S ENDEAVOR, THROUGH 
ITS RECENTLY MORE STRIDENT ESPOUSAL OF THIRD WORLD VIEWS, 

TO ENHANCE ITS STANDING IN THE THIRD WORLD. THE FIRST 
TEST OF THIRD WORLD REACTION MAY COME IN THE CONFERENCE 
ON INTERNATIONAL ECONOMIC COOPERATION (CIEC), WHERE BRAZIL 
HAD HOPED TO PLAY A LEADING LDC ROLE,. (REGARDING UEKI'S 
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EXPRESSED "HOPE" FOR THE CIEC DIALOGUE, WE SUSPECT THAT THE CIEC 
WAS A HANDY ALIBI, ALTHOUGH THE GOB MIGHT WELL HAVE CONFIDENCE 
IN THE OUTCOME OF THE PRODUCER/CONSUMER DIALOGUE.) 

THE GOB'S DECISION NOT TO JOIN THE IRON ORE ASSOCIATION 
MIGHT ALSO CAUSE DOUBT AMONG LDCS AS TO WHAT CONCEPTS 
REGARDING RAW MATERIALS PRICES AND PRODUCER ORGANIZATIONS 
FOREIGN MINISTER SILVEIRA HAD IN MIND IN HIS UN-7SS PROPOSAL FOR 
AN OVER-ARCHING WORLD GRADE AGREEMENT. 

JOHNSON 
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